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CONFIDENTIAL STATE 059629 

USIAEA 

E.O. 11652: GDS 

TAGS: TECH, OTRA, PARM, ENRG, US, MX 

SUBJECT: NUCLEAR ENERGY- VISIT TO LAGUNA VERDE SITE 

REF: A) MEXICO 3856 B) STATE 41422 (NOTAL) 

1 . YOU MAY DRAW ON FOLLOWING IF NUCLEAR FUEL SUPPLY AND/OR 
RELATED MATTERS ARE RAISED DURING SUBJECT VISIT. 

A. US-IAEA AGREEMENT AMENDMENT. A PROPOSED AMENDMENT TO 
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THE U.S.-IAEA AGREEMENT WHICH REFLECTS CURRENT U.S. NON 
PROLIFERATION POLICY AS WELL AS THE REQUIREMENTS OF THE 
SOON-TO-BE ENACTED LEGISLATION WAS CIRCULATED TO IAEA 
BOARD MEMBERS PRIOR TO THEIR FEBRUARY MEETING; HOWEVER, 

THE AMENDMENT WAS NOT FORMALLY CONSIDERED BY THE BOARD AT 
THAT TIME. WE HAVE NOT YET MADE A DECISION ON WHEN TO 
SEEK CONSIDERATION BY THE BOARD, BUT IT IS UNLIKELY THAT 
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WE WILL PUSH FOR BOARD ACTION BEFORE REGULAR JUNE MEETING. 
(A SPECIAL BOARD MEETING HAS BEEN SCHEDULED TO DISCUSS 
IAEA-EURATOM SAFEGUARDS ARRANGEMENTS FOR APRIL 21.) 

B. U.S.-YUGOSLAV NEGOTIATIONS. THE GOY HAS NOT FORMALLY 
RESPONDED TO OUR MOST RECENT PROPOSAL (STATE 49263 AND 
52494) TO RESOLVE THE ISSUE OF ADDITIONAL ASSURANCES ON 
THE DISPOSITION OF U.S. FUEL USED IN THE KRSKO REACTOR. 

WHILE IT IS UNCLEAR WHETHER PRESIDENT TITO WILL RAISE ISSUE 
WITH PRESIDENT CARTER DURING HIS CURRENT STATE VISIT, THE 
NEGOTIATIONS WILL VERY LIKELY BE A TOPIC OF DISCUSSION 
BETWEEN SECRETARY VANCE AND HIS YUGOSLAV COUNTERPART. IF 
CFE OR OTHER GOM OFFICIALS INQUIRE AS TO STATUS OF KRSKO 
NEGOTIATIONS, WE RECOMMEND YOU LIMIT YOUR RESPONSE TO THE 
FOLLOWING: 

-IN MAY OF 1977, UPON THE RECOMMENDATION OF THE EXECUTIVE 
BRANCH, THE NUCLEAR REGULATORY COMMISSION LICENSED THE 
EXPORT OF A NUCLEAR POWER PLANT TO YUGOSLAVIA. WE HAVE 
SINCE THEN BEEN HOLDING DISCUSSIONS WITH THE YUGOSLAV 
GOVERNMENT OVER A LICENSE APPLICATION FOR NUCLEAR FUEL 
FOR THIS REACTOR. WE ARE CONFIDENT THAT IN THE VERY 
NEAR FUTURE WE WILL WORK OUT A MUTUALLY ACCEPTABLE AR- 
RANGEMENT WITH YUGOSLAVIA WHICH WOULD PERMIT THE TIMELY 
EXPORT OF THE FUEL. 
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2. WE CONTINUE TO BELIEVE THAT WE SHOULD DEFER A FORMAL 
APPROACH TO THE GOM ON OBTAINING SIMILAR ASSURANCES TO 
THOSE WE ARE SEEKING FROM THE GOY UNTIL WE HAVE REACHED 
AGREEMENT WITH YUGOSLAVIA. THEREFORE, WE RECOMMEND THAT 
ANY RESPONSE TO INQUIRIES ON STATUS OF NUCLEAR FUEL SUPPLY 
FOR LAGUNA VERDE BE LIMITED TO GUIDANCE PREVIOUSLY PROVIDED 
IN PARA 1A. AND IB. OF REFTEL B AS SUPPLEMENTED BELOW. 

3. YOU MAY INFORM CFE OR OTHER GOM OFFICIALS THAT NON- 
PROLIFERATION LEGISLATION IS EXPECTED TO BE SIGNED INTO 
LAW BY PRESIDENT CARTER THIS FRIDAY. IF ASKED HOW LEGIS- 
LATION WILL AFFECT LAGUNA VERDE FUEL SUPPLY, YOU MAY 
INDICATE THAT THE NEW LAW WILL REQUIRE THAT WE SEEK TO 
RENEGOTIATE ALL EXISTING NUCLEAR COOPERATION AGREEMENTS, 
BOTH MULTILATERAL AND BILATERAL, TO HAVE THEM REFLECT NEW 
MORE STRINGENT CONDITIONS OF U.S. SUPPLY AND REQUIREMENTS 
OF NEW AGREEMENTS. YOU SHOULD AVOID RESPONDING TO ANY 
QUESTIONS RE TIMETABLE FOR DISCUSSIONS ON UPGRADING U.S./ 
GOM/IAEA AGREEMENT CONCERNING LAGUNA VERDE FUEL SUPPLY. 
FYI. AS INDICATED IN REFTEL B, GOM AGREEMENT TO COVER 
LAGUNA VERDE PROJECT UNDER PROPOSED AMENDMENT TO U.S.- 
IAEA AGREEMENT WOULD BE ONE MEANS OF SATISFYING EXISTING 
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POLICY AND SOON-TO-BE ENACTED LEGISLATION REQUIREMENTS 
WITH RESPECT TO NEED FOR ADDITIONAL GOM ASSURANCES PRIOR 
TO ISSUANCE OF FUEL EXPORT LICENSE. END FYI. 

4. ON QUESTION OF PROPOSED VISIT OF PHYSICAL SECURITY 
TEAM, YOU SHOULD RELY ON GUIDANCE SUPPLIED IN REFTEL B. 
FYI. SEPTEL DEALING WITH THIS MATTER WILL BE SENT SHORTLY 
BUT WILL NOT REACH YOU PRIOR TO YOUR LAGUNA VERDE VISIT. 
END FYI. VANCE 
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